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Money Market in November 


After declining in the three preceding months to com- 
paratively small proportions, gold movements again be- 
came a factor of some consequence in the money market 
during November. The November movements were the 
largest since July and resulted in a net loss of 19 million 
dollars. A total of about 27 million dollars of gold 
was received during the first 21 days of November, 
which brought the total receipts since the import move- 
ment began in September to 42 million dollars. Of 
this amount 3714 million came from England and 414 
million from Argentina. 

In the latter part of the month the leading foreign 
exchanges became somewhat firmer and were above the 
levels at which gold shipments to this country would 
yield a profit. Consequently, no further shipments of 
any size to the United States were reported after the 
15th of the month. A reversal of the gold movement 
occurred after November 21, when the first gold exports 
of the season to Canada were made, and when a substan- 
tial amount of gold was earmarked for foreign account. 
These new movements took a total of about 47 million 
dollars from the gold stock of the country, and more 
than offset, in the money market, the gold import move- 
ment earlier in the month. 

As the accompanying diagram shows, the import of 
gold this autumn was small in comparison with the large 
outflow of the past year. Following the renewed outflow 
in the latter part of November, the monetary gold stock 
of this country at the present time is less than 15 million 
dollars larger than at the end of June, and is about 485 
million smaller than at the end of May 1927. 

Money rates were slightly easier in November partly 
because of gold imports during the first three weeks of 
the month, and partly because of a somewhat smaller de- 
mand for additional Reserve Bank credit than is usual at 
this time of year, and further increases in the acceptance 
holdings of the Reserve Banks, due to the large volume 
of bills outstanding and the generally high level of inter- 
est rates. As a consequence, member banks were enabled 
to repay a part of their borrowings from the Reserve 

, and were in a position to lend a little more 
freely. An increasing proportion of commercial paper 
was sold in the open market at 54% per cent, as compared 
with a prevailing rate of 514 per cent in October; ac- 
ceptance rates remained steady. Yields on short-term 
Government securities declined about 1% per cent, in 
some cases to under 4 per cent in the third week of 
November, but later advanced somewhat. Apparently 
reflecting a continued strong demand for additional 
loans, rates on security loans showed no material change 
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from those of October and the tendency at the end of 
the month was toward higher levels. The following 
table compares money rates near the end of November 
with those of a month previous and a year ago. 


Money Rates at New York 


Nov. 30, 1927 | Oct. 31, 1928 
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CHANGEs IN MEmser Bank CREDIT 


The strong demand for security loans continued to be 
the dominant factor in changes in member bank credit. 
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Loans to Brokers and Dealers in Securities Placed New York 
City Banks for Own Account, for out-of-town 
spondent Banks, and for Others. 


Loans to brokers and dealers in securities made by New 
York City banks for their own account increased further 
during the past month, and on November 21 were 300 
million dollars larger than in the latter part of August, 
but remained slightly below the highest point of last 
May. The total loans and investments of these banks 
have also remained somewhat below the May levels, as 
their investments have been reduced about 100 million 
dollars since that month, and loans other than those 
secured by stocks and bonds have shown practically no 
net change. 

Outside of New York the tendency appears to have 
been similar. Loans to brokers and dealers in securities 
placed by New York banks for out-of-town correspondent 
banks increased approximately 200 million dollars from 
the latter part of August to November 21 and are larger 
than in May. This figure includes, however, not only 
loans for account of both member and non-member out- 
of-town banks, but also loans placed by those banks for 
the account of their customers. The total loans and 
investments of reporting member banks in principal 
cities other than New York showed no such liquidation 
during the summer as did New York member banks and 
expansion has carried them to new high 
evels. 


As the accompanying diagram shows, funds from 
sources other than the New York banks and their cor- 
respondent banks have continued to play an important 
part in the financing of the security markets and are now 
larger than ever before. These loans have considerably 
more than doubled during the past year and are now 
over three-fourths as large as the combined loans made 
by New York banks for their own account and for out-of- 
town banks. 


Brit Market 


Although the supply of new bills during November 
was considerably less than the unusually large volume 
created in October, offerings to the market nevertheless 
continued rather heavy, as is usual at this season of the 
year. Reflecting the smaller increase in the supply than 
in October, offerings of bills to the Reserve Banks also 
were smaller, and the bill holdings of the System in- 
creased only 44 million up to November 21, as against 


an increase of 156 million during October. Demand for 
bills, principally by foreign investors, was rather well 
sustained, and dealers’ portfolios at the end of Novem- 
ber were smaller than a month earlier. Open market 
rates for bills were unchanged; the offered rate on the 
90-day maturity has been steady at 414 per cent for the 
past three months. 


CoMMERCIAL MARKET 


The bank investment demand for commercial paper 
was reported active throughout November. Open mar- 
ket rates for prime names eased slightly, and the selling 
range became 514-514 per cent, the lowest level since 
mid-August. There continued to be a dearth of new 
paper coming into dealers’ portfolios from commercial 
and industrial concerns. At the end of October, the 
amount of commercial paper outstanding through 24 
leading dealers was down to $427,000,000, or 30 per cent 
less than the outstandings a year ago. The decline from 
the end of September to the end of October was less than 
1 per cent, however; this is the smallest month-to-month 
decrease since April, when a small increase occurred. 


Central Bank Rate Changes 


Following a one-half per cent rise on August 7, the 
Bank of Finland raised its discount rate on November 
15, again by one-half per cent, to 7 per cent. Recent 
economic trends which might have led to this decision 
are: an adverse trade balance, a considerable expansion 
of central and commercial bank credit, and a contraction 
of more than 50 per cent in the volume of the Bank’s 
foreign assets. 

On the same day a rise in the discount rate of the Im- 
perial Bank of India from 5 to 6 per cent became 
effective. Last year this bank raised its rate from 5 to 
6 per cent on December 8 and again to 7 per cent on 
December 22. Such changes are attributable to the 
seasonal movement of Indian exports, which commonly 
bring about an extension of credit through the winter 
period. 


Foreign Exchange 


The foreign exchanges in the latter part of November 
appear to reflect some relaxation in the autumn demand 
for payments to America as well as slightly lower money 
rates in New York. Probably as a result of these in- 
fluences a number of exchanges were perceptibly firmer 
here during the second half of the month. Chief atten- 
tion was again concentrated upon sterling, not because 
of any radical movement, but because of the suscepti- 
bility of London to gold withdrawals. Fairly consistent 
weakness in the first two weeks brought the pound 
sterling down to the season’s low level at $4.8434 on the 
14th and permitted an inflow of gold from England in 
November amounting to $25,000,000. Reacting upward, 
sterling crossed $4.85 on the 22nd and reached $4.85%4 
on the 27th, making gold shipments unprofitable. 

In the last days of the month the reichsmark moved 
upward to $0.2384, or two points above par. The Dutch 
guilder, quoted at $0.4010 on the 5th, firmed to $0.4018 
on the 28th. The fluctuations of the Spanish peseta, 
which moved through a range of thirty points in 
October, were very slight in November, this exchange 
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holding steadily at $0.1612 during the second half of the Argentine closed the movement from that country. With 
month. Slight gains were made by the Swiss and Nor-_ the rather abrupt rise of Canadian exchange on the 19th, 
wegian exchanges, and various European currencies an efflux of gold began which took $22,000,000 to Canada 
were reported in steady demand in the last week of between November 21 and 28. A new earmarking move- 
the month. ment also developed in the latter part of the month, 
Canadian exchange rose to a premium on Novem- which caused a net increase of $25,000,000 in the amount 
ber 19 for the first time since September, the usual of gold held under earmark for foreign account. 
seasonal appreciation of this exchange having hitherto 
been adversely affected by the attraction of New York ° 
money of are Foreign Trade 
reported to have been very heavy recently and probably . ‘ 
account for the sudden shift in the Canadian rate from at 
a discount to a premium. The Argentine peso continued * 4901 oo the —_ or any mont. nally 1 = 
its upward trend, rising eleven points in the month to in Se a — Were 
$0.9586. It is now above the gold export point for ‘@2 ™m September, an , except crude foodstuffs, 
‘Mow York. showed considerable gains over a year ago. The largest 
The Japanese yen slipped back from a high of $0.4670 i¢rease over September occurred in the autumn exports 
on November 1 to $0.4587 on the 28th, or approximately f crude materials, chiefly raw cotton; the largest in- 
its position in mid-October. crease over last year was in exports of finished manu- 
factures, especially automobiles. Grain shipments abroad 
Sittin were larger than in recent months, but remained smaller 
than last year, due eaten » partly to heavy grain 
1927] October 31, production this year in Canada, and also in Europe. 
Imports, valued at $357,000,000, showed more than 
the usual seasonal increase over September but remained 
practically the same as in October 1927. Compared with 
September there were increases in all groups of imports, 
the largest of which was an increase of about 19 per cent 
in finished manufactures. Increases over last year in 
the value of imports of manufactured goods and semi- 
manufactures were offset by declines in imports of 
crude materials and foodstuffs. The quantity of crude 
rubber imported during October was somewhat smaller 
than in September, but was substantially larger than in 
& October 1927; however, the increase in quantity con- 
Gold Movement *, tinued to be more than offset by the lower level of 
three weeks of November was followed by a reversal of Then in October 1927; silk prices were higher than in 
the movement in the latter part of the month, and the net 4¥; the previous senth or 0 year ago 
result of imports, exports, and earmarkings during the ‘ 
first 28 days of November shows a loss,of,gold to this 


country amounting, according to preliminmary calcula- Security 
tions, to $19,000,000. As reported above, the weakening Markets ; 
of sterling made it profitable for American Biigers to The, market was strong during most of Novem- 
import approximately $25,000,000 from Lond@jiiie ber, an g were much larger than in any previous 
last of these purchases was made in London on @gwemey-anonth. veral days the volume exceeded 6 million 
ber 13. A shipment of $2,500,000 received from ¢amberes, and on most full trading sessions after Election 
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Day the turnover was above 5 million shares. Prac- 
tically all groups of stocks showed some net gain for the 
month, and in a number of individual issues the advances 
were very large. Representative averages of industrial 
stocks advanced 18 points or more to new high levels, 
public utilities stocks advanced substantially above the 
previous high levels of May, and railroad stocks, which 
had shown little movement in recent months, advanced 
to higher levels than ever before. 

As the accompanying diagram indicates, the recent 
advances in industrial common stocks have reduced the 
average yield on these shares to the lowest level in many 
years. Meanwhile, yields on industrial bonds have ad- 
vanced somewhat in recent months ; so that stock yields are 
now considerably below the yields on high grade bonds. 
On only two occasions since the beginning of the war has 
such a situation prevailed—in late 1925 and early 1926, 
and again early this year—and in these instances stock 
yields remained below bond yields for only a short 
period. 

The trend of domestic corporation bond prices con- 
tinued slightly upward during the first part of Novem- 
ber, but subsequently prices receded a little and by the 
end of the month were at levels little different from those 
at the end of October. For the month as a whole, 
average prices fluctuated at levels about 114 points above 
the extreme August low and about 21% points below the 
January high levels of the year. Price movements of 
foreign bonds were relatively small. There was a further 
advance in long-term United States Government issues, 
and current prices averaged about 114 points above the 
mid-summer low levels. 


New Financing 


Final figures on security flotations during October 
showed a decline of more than 20 per cent compared 
with a year ago. Half of the decline, however, was due 
to a much smaller volume of refunding issues than in 
October 1927, and a considerable part of the remainder 
was due to a reduction in offerings of foreign securities 
in this market. As the accompanying diagram indicates, 
the amount of new capital obtained by domestic corpora- 
tions in October was larger than last year, and in most 
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FARM — 
0 
New Security Issues in 1928 Compared with 1927; Domestic 
Corpora Issues, and State, Municipal, and Farm Loan 
Issues (Refunding Issues 
(Source: Commercial & Financial Chronicle) 
of the recent months has compared favorably with a 
year ago. 

While firmer money conditions have made the sale 
of bonds more difficult, the strength in stocks has been 
favorable to the sale of new stock issues, and an in- 
crease in this method of financing has more than offset 
the decline in bonds. Offerings of State, municipal, and 
farm loan bonds in the period from April to October 
have been in somewhat smaller volume than a year ago, 
and foreign financing during the past four months has 
been much curtailed. 

The total of new securities offered publicly in Novem- 
ber appears to have been in about the same volume as 
a year ago. The number and relative importance of 
stock issues increased further during the month—in 
one week of the period stock offerings exceeded the 
amount of new bonds offered. Due principally to 
$55,000,000 of New York City issues, the total volume 
of State, municipal, and farm loan issues was larger 
than a year ago, for the first time in some months. 
The New York City issues of corporate stock and bonds 
were sold at an interest cost to the city of 4.2002 per 
cent, the highest rate paid by this city since December 
1921. Offerings of foreign securities were only about 
one-half as large as in November of last year, but present 
indications are that the total amount of security offer- 
ings by domestic corporations, including refunding is- 
sues, will prove to have been about the same as 4 
year ago. 

Employment‘and Wages 

Factory employment showed a further seasonal in- 
crease in October. In New York State, employment 
remained slightly smaller than a year ago, but has shown 
a much larger increase from the beginning of the year 
than is usual. In the country as a whole the number of 
factory workers employed was larger than in the preced- 
ing year for the first time since September 1926. The 
ratio between workers called for and registrations for 
employment at New York State Employment Offices 
showed a seasonal decline in October and November, but 
remained slightly above the level of a year ago. 
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Employment in iron and steel mills of New York State 
increased further above the 1927 level, and in the ma- 
chinery and electrical equipment industry exceeded that 
of a year ago for the first time in many months. In the 
textile industries, employment in the woolen and worsted 
and silk mills has increased above the levels of either 
1926 or 1927, but employment in the cotton and knit 
goods mills remains well below the levels of the past two 
years. There has been a seasonal decline in employment 
in building material industries since September, and the 
usual seasonal curtailment has occurred in out-of-door 
activities. 


Business Profits 


Third quarter net earnings of 210 industrial and 
mercantile concerns showed an increase of 3614 per 
cent over the corresponding quarter of last year, which, 
however, was a period in which corporation earnings 
had shown some decline from those of the previous year. 
These tabulations frequently exaggerate the increase in 
corporation profits, due to the fact that statements that 
are issued early tend to include a large proportion of 
reports which make favorable showings. However, it is 
noteworthy that third quarter earnings of these com- 
panies showed an increase over second quarter earnings, 
whereas in recent years, earnings have usually shown a 
declining tendency in the third quarter. 

The largest percentage increases over last year were 
reported by the motor accessories companies, which 
tripled their profits, and the oil and copper companies, 
the profits of which were more than double those of a 
year ago. Other groups showing substantially larger 
profits were the steel, machine and machine manufactur- 
ing, automobile, mining and smelting (other than coal), 
and miscellaneous companies. All other groups also 
reported at least small increases with the exception of 
the railroad equipment, coal, and amusement companies. 

Net profits of these 210 companies for the first nine 
months of this year have been 18 per cent larger than in 
the corresponding period of 1927, and about 11 per cent 
larger than in 1926. Telephone and other public utility 
companies continued to report net earnings around 10 
per cent larger than a year ago, both for the third 
quarter and for the completed nine months. Net operat- 
ing income of the principal railroads increased in the 
third quarter to a larger figure than a year ago, but 
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remained somewhat smaller than in 1926. The accom- 
panying diagram compares the course of industrial, 
public utility, and railroad earnings during the past 
three years. 

(Net profits in millions of dollars) 
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Total public utilities 
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Awards of building and engineering contracts in the 
New York and Northern New Jersey district continued 
to increase in October; the total for the month was 21 
per cent larger than for September and 12 per cent 
larger than for October 1927, according to the F. W. 
Dodge Corporation report. The increases over a month 
earlier and a year ago were due almost entirely to larger 
contracts for public works and utilities, which included 
a $43,000,000 water supply project and an $8,000,000 
subway contract in New York City. Contracts for com- 
mercial buildings also showed an increase over the pre- 
vious month and a year ago, but residential contracts, 
while in slightly larger volume than in September, were 
18 per cent smaller than a year ago. 

During the first ten months of this year the total vol- 
ume of building contracts awarded in the 37 reporting 
states has been 7 per cent larger than a year ago. Dur- 
ing the first three weeks of November, however, a reduc- 
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Third 
Quarter Nine Months 
Corporation Groups Number ” 
ME | 1928 | 1926 | 1927 | 1928 
11 101 218 248 300 
Motor accessories............... 15 11 25 18 28 
14 49 143 119 130 
Railroad equipment............. 5 3 16 13 9 
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—_—_—_—_—_—_ Machine and machine mfg....... . 16 10 27 23 27 
7 6| 14] 18] 17 
Saar 7 2 6 7 4 
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cad 12 8 20 18 22 
Miscellaneous. 42 66 | 130); 141 179 
210 380 | 905 | 852 | 1,006 
87 61*| 155 173 189* 
besesesoeece 95 188 515 561 618 
182 249*| 670 | 734| 807* 
Class I railroads. ..............- 185 358 | 891 | 810| 820 
* Partly estimated 
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tion in the daily average of contracts, as compared with 
the corresponding period of 1927, indicated a consider- 
ably lower level of building operations. 


Indexes of Business Activity 


Domestic retail trade increased less than usual in 
October following the large volume of September, but 
foreign trade increased more than usual. Average daily 
ear loadings of merchandise and miscellaneous freight 
declined slightly ; loadings of bulk freight showed about 
the usual seasonal increase. 

An extremely large volume of financial activity is 
reflected in the establishment of a new high record for 
sales of stocks on the New York Stock Exchange, and a 
new high record for October for bank debits in New 
York City. The velocity of bank deposits also was very 
high. 

This bank’s indexes of business activity, in which 
allowance has been made for year-to-year growth, for 
the usual seasonal variations, and where necessary for 
price changes, are shown below. 
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Production 

Productive activity continued in October at a high 
level. Output of passenger automobiles and tru 
declined about 4 per cent from September, but was 
82 per cent above the level of a year ago. Steel ingot 
production established a new high record, and pig iron 
production was the largest for any October excepting the 
war years of 1916 and 1918. Production of coal and of 
coke increased more than usual, and copper established 
a new post-war high record. Mill consumption of silk 
declined from the high level of September, but woolen 
mill activity and consumption of cotton increased 
sharply; cotton consumption was larger than a year 
ago for the first time since last November, and wool 
activity was the highest since December 1926. 

In November, productive activity was generally at a 
lower level, but the decline appears to have been no 
larger than is usual for that month. 


(Computed trend of past years=100 per cent; adjusted for seasonal variations) 
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Production of Steel, Passenger Automobiles, and Petroleum, and Mill Consumption of Cotton in 1928 Compared with 1926 and 1927. 
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Wholesale Trade 


October reports on wholesale trade in this district 
showed a larger average increase over a year previous 
than in any other month in the past three years. One 
more selling day than in October 1927 accounted for a 
minor part of the increase. Substantial increases in the 
clothing trades, which have reported smaller sales than 
a year ago in most of the recent months, were an im- 
portant factor, and more active trade was reported also 
in a number of other lines. 

Commission house sales of cotton goods showed the 
largest increase over a year previous in more than a 
year, and jobbers’ sales showed a small increase. The 
grocery, drug, stationery, and diamond trades reported 
larger sales than a year ago, following decreases in 
September, and the shoe, hardware, and jewelry trades 
showed smaller decreases than in September. Machine 
tool sales continued in more than double the volume of 
a year ago. 
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Chain Store Sales 


Chain grocery systems in this district reported sub- 
stantial increases over October 1927 in total sales and 
in average sales per store. Ten cent, tobacco, shoe, and 
variety chains all showed smaller increases in total sales 
in October than in September, however, and after allow- 
ance for the larger number of stores operated, all types 
other than grocery chains showed smaller sales per store 
than a year ago. 


Percentage Change October 1928 
eompared with October 1927 
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Department Store Trade 


Total sales of reporting department stores in this 
district were more than 4 per cent larger in October 
than a year ago, about the same increase as in September. 
However, the average daily rate of sales was only 
slightly larger than last year in October, as compared 
with an increase of about 9 per cent in September. 
Newark stores reported a substantially higher daily rate 
of sales than in October 1927, but most of the other 
localities in the district showed little if any increase. 
Apparel stores continued to report much larger sales 
than a year previous. 

Stocks of merchandise showed a moderate increase 
during the month in preparation for the holiday trade, 
but were no larger at the end of October than a year 
previous. Consequently, the rate of stock turnover re- 
mained slightly larger than a year ago. Collections 
against charge accounts were at about the same rate as 
in October 1927. 


Hudson River Vall 
Capital District 
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Substantial increases compared with October 1927 
were reported in sales of musical instruments and radio 
receivers, shoes—especially women’s—furniture and 
home furnishings, and women’s apparel, and there were 
moderate increases in various other departments. 
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Business Conditions in the United States 
(Summarized by the Federal Reserve Board) 


NDUSTRY continued active in October and the distribution of commodities 
was in large volume. Wholesale commodity prices declined sharply owing 
chiefly to decreases in the prices of farm products. Member bank credit in 
use increased in October and November, while Reserve Bank credit outstanding 
showed little change. Conditions in the money market were somewhat easier, 


Propuction 


Industrial production continued in October at the high level of September 
and considerably above the level of a year ago. Output of minerals increased 
over September, while the production of manufactures declined slightly. Fac- 
tory employment and payrolls increased to the highest level since early in 
1927. The production of pig iron was particularly large in October and the 
first half of November, and the output of steel continued in record volume, 
Automobile production declined considerably in October after exceptional 
activity in September, and showed further reduction in November, as is usual 
at this season. Activity increased in October in meat-packing and in the 
textile industries, with the exception of silk. Copper mining and smelting 
continued at a high level, and the output of coal and petroleum increased by 
more than the usual seasonal amount, while the production of zine declined. 
There was also a decline in the output of lumber and building materials. _ 

Building contracts awarded continued to increase in October and were 
larger than in that month of any previous year, but declined sharply during 
the first two weeks of November. The increase in October was due principally 
to large contracts for engineering and industrial projects. . 

The November cotton crop estimate of the Department of Agriculture 7 
was slightly larger than the October estimate and indicated a yield of 
14,133,000 bales, 1,178,000 more than the production of 1927. Ginnings of the 
current crop prior to November 14 totaled 11,320,302 bales, compared with § 
10,894,912 in the similar period of a year ago. Indicated yields of wheat, 
corn, oats, potatoes, and tobacco were larger than the 1927 crops, while esti- 
mates of hay, rye, and flaxseed were smaller. 


TRADE 


Department store sales in October were in about the same volume as im 
the same period in the preceding year, but showed somewhat less than the 
seasonal increase from the high level of September. Inventories of these 
stores increased during the month, but continued smaller than a year ago. 
The volume of distribution at wholesale was larger than in September and 
showed a substantial gain over October 1927. Freight car loadings continued 
larger in October and November than a year ago, reflecting chiefly large load: § 
ings of miscellaneous freight. 


Prices 


Wholesale commodity prices declined in October after a continuous in- 
crease for three months, and the Bureau of Labor Statistics index for October 9 
at 97.8 per cent of the 1926 average, was over 2 per cent below that for 
September. This decline reflected chiefly large decreases in prices of farm 
and food products and hides and leather. Prices of industrial commodities 
increased slightly, with small gains recorded in metals, building materials, and 
chemicals and drugs. The principal increases occurred in prices of iron and 
steel, copper, and raw silk. During the first three weeks of November prices 
of cotton, pig iron, copper, and petroleum increased, and prices of most farm 
and food products, except corn, pork, and sugar, recovered somewhat after the 
October decline. 


CREDIT 


Between October 24 and November 21 there was a considerable increase 
in loans and investments of member banks in leading cities, but at the endj 
of this period the total was still below the large volume outstanding at they 
middle of the year. Loans chiefly for commercial purposes remained at # 

h level during the period and loans on securities showed further growth 
reflecting a marked increase in the volume of loans to brokers and dealers ij 
securities. Investments showed further decline. a 


During the four weeks ended November 21 there was little change in ¢ 
volume of rve Bank credit in use. Reserve Bank holdings of acceptane 
increased further and discounts for member banks declined. ; 

During the last week of October and the first three weeks of Novembemy 
conditions in the money market were somewhat easier; the rate on four 
six months commercial paper declined from a level of 5% per cent to a rangy 
of from 5% to 5% per cent, and rates on call and time loans in the ope™ 
market also declined slightly. . 
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